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Total The importance of the finance and insurance sector in New York City's economy
Although the finance and insurance sector was severely affected by the 9/11 terrorist attacks and the 2008 financial crisis, it continues to play an important role in New York City's economy. 7 Accounting for approximately 8 percent of the city's nonfarm employment, the sector generates about 20 percent of its gross city product-a contribution twice that of the real estate (10 percent), information technology (10 percent), and government (9 percent) sectors and 5 times that of the education sector (2 percent). 8 The finance and insurance sector makes valuable contributions to New York City's economy through its relatively high employment multiplier effect. Most subsectors within finance and insurance have a multiplier effect ranging from 2.0 to 4.0, and an estimated 700,000 nonfinancial jobs depend on this sector. 9 Finance and insurance generates more than 60 percent of New York City's total private sector wages and is a major contributor to the city's tax base. 10 In 2015, the sector contributed $2.5 billion in personal income taxes, accounting for 25 percent of the total personal and income taxes collected by the city in that year. 11 Similarly, the sector contributed an estimated $3 billion in business taxes in 2015, representing close to 50 percent of the city's tax revenues in this category. 12
Employment in New York City's finance and insurance sector since 2000
In this section, we use Current Employment Statistics (CES) survey data, by industry, to examine the evolution of employment in New York City's finance and insurance sector during the 2000-17 period. 13 The CES data, compiled by the New York State Department of Labor in collaboration with BLS, provide monthly employment, hours of work, and earnings information based on a sample of approximately 18,000 New York State employers. 14 The CES employment figures capture employed full-time and part-time workers in nonagricultural establishments during the payroll period that includes the 12th of the month. 15 The CES survey excludes selfemployed workers, unpaid family members, and private household employees. 16 It provides employment estimates for a given county or metropolitan area, regardless of the place of residence of the workers included in the survey. 17 Since the CES monthly job estimates for areas below the state level (i.e., counties and metropolitan areas) are not seasonally adjusted-and monthly variations in employment, hours worked, and earnings reflect economic cycles-using average annual data over longer periods provides a more accurate indicator of employment trends. 18 As table 2 shows, between 2000 and 2017, total nonfarm employment in New York City increased 18.3 percent, from 3,732,300 to 4,413,900. By contrast, over the same period, employment in the city's finance and insurance sector declined 8.4 percent, from 369,700 to 338,600. In 2000, the sector employed 9.9 percent of New York
City's total nonfarm workers, 11.3 percent of its private sector workers, 13 percent of its private service-providing workers, and 75.7 percent of all workers engaged in the financial activities supersector. By 2017, the finance and insurance sector's share of the city's total nonfarm employment had declined to 7.9 percent, and the sector employed 9.9 percent of all private sector workers and 10.6 percent of private service-providing workers. Industry  2000  2001  2002  2003  2004  2005  2006  2007  2008  2009  2010  2011  2012  2013  2014  2015  2016 
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Total nonfarm 3,546.9 3,565. The post-9/11 recovery of New York City's finance and insurance sector was abruptly interrupted by the 2008 financial crisis, the worst suffered by the U.S. financial sector since the 1930s. This crisis was primarily caused by a steep housing-price decline, which, combined with dubious lending practices, contributed to large losses on mortgages and mortgage-backed securities held by a wide range of depository and nondepository institutions. 24 From 
Securities Other subsectors of New York City's finance and insurance sector that experienced substantial job losses after Although employment in New York City's finance and insurance sector saw its share of the city's total nonfarm employment decline from 8.3 percent in 2010 to 7.7 percent in 2017, it has gradually recovered since 2010. An exception to this trend were activities related to securities and commodity contracts and securities brokerage.
As table 6 illustrates, employment in the city's finance and insurance sector grew from 311,000 in 2010 to 338,600 in 2017, an increase of 8.9 percent. The top five finance and insurance subsectors with the largest employment increases (in absolute terms) during the 2010-17 period were (1) securities, commodity contracts, and other financial investments and related activities (12,900), (2) credit intermediation and related activities (11,600), (3) commercial banking (8,300), (4) depository credit intermediation (5,700), and (5) nondepository credit intermediation (4,100). By contrast, the finance and insurance subsectors with the most notable declines in employment (in absolute terms) during the 2010-17 period were (1) securities brokerage (−5,900) and (2) securities and commodity contracts intermediation and brokerage (−4,100). In the OES survey, an establishment is defined as a goods-or service-producing unit that normally participates in a single economic activity. 35 The OES employment data include full-time and part-time workers; workers on temporary leave, paid vacations, unpaid short-term absences, and temporary job reassignments; and salaried officers, executives, and staff members of incorporated firms. 36 Self-employed workers, owners or partners of unincorporated firms, and unpaid family members are not included in the OES survey. 37 The wage data in the OES survey include straight-time gross pay, excluding premium compensation. 38 OES wage figures also include base-rate pay; cost-of-living allowances; guaranteed pay; hazardous-duty compensation; and commissions, bonuses, tips, and other forms of incentive pay. 39 Backpay, nonproduction bonuses, overtime pay, severance pay, shift differentials, and tuition reimbursement are excluded from the OES survey. 40 The OES survey provides information about mean (average) and median wages in an occupation. The mean wage is calculated by dividing total wages for an occupation by its weighted survey employment. 41 The median wage represents the estimated 50th percentile of the wage distribution in the occupation. This means that 50 percent of workers in the occupation earn less than the reported median wage, and 50 percent earn more. 42 The "entry" wage reported in the OES survey is the mean wage of the bottom third of wages in a given occupation. The "experienced" wage is the mean wage of the top two-thirds of wages in an occupation. 43 Table 8 uses OES data to present detailed employment and wage information for selected occupations in two of the principal occupational categories directly related to New York City's finance and insurance sector: (1) business and financial operations occupations and (2) sales and related occupations. In terms of average annual wages, the top five occupations in business and financial operations in 2017 were
(1) personal financial advisors ($170,100), (2) financial analysts ($138,900), (3) credit analysts ($137,130), (4) loan officers ($127,970), and (5) financial examiners ($119,910). In the case of sales and related occupations, securities, commodities, and financial services sales agents earned an average annual wage of $179, 610 (the highest for all finance and insurance sector occupations listed in table 8), and insurance sales agents earned an average annual wage of $107,490. Table 8 also shows the ratio of mean annual wages in an occupation to the mean annual wage in the occupation's respective major category. In 2017, the top five business and financial operations occupations with above-average annual earnings (measured by a ratio greater than 1.0) were (1) personal financial advisors (1.6), (2) financial analysts (1.3), (3) credit analysts (1.3), (4) loan officers (1.2), and (5) financial examiners (1.1). In the case of sales and related occupations, the occupations with the highest ratio of mean wages were
(1) securities, commodities, and financial services sales agents (2.8), and (2) insurance sales agents (1.7).
The mean annual wage ratios shown in table 8 reveal that, compared with business and financial operations occupations, sales and related (front-office) occupations (e.g., insurance sales agents; securities, commodities, and financial services sales agents) offer notable wage premiums. In addition, within the business and financial operations category, occupations directly related to sales (e.g., financial advisors, financial analysts, credit analysts, and loan officers) offer higher wage premiums than do occupations generally associated with middleoffice and back-office operations (e.g., compliance officers, compensation and benefits specialists, insurance underwriters, and credit counselors).
While a detailed analysis of wage dispersion in New York City's finance and insurance sector is beyond the scope of this article, the data presented in table 8 reveal several interesting findings. In New York City in 2017, the median annual wage for all business and financial operations occupations was $87,390, compared with $34,770 for all sales and related occupations. As expected, given the large disparities in median annual wages between these two occupational categories, the range (difference) between the highest and lowest median annual wage in the business and financial operations occupations was larger than the range in the sales and related occupations. 44 In 2017, among the business and financial operations occupations included in table 8, personal financial advisors had the highest median annual wage ($151,120), while credit counselors had the lowest ($51,700). In this case, the range of median annual wages was $99,420. Among the sales and related occupations in New York City's finance and insurance sector in 2017, securities, commodities, and financial services sales agents had the highest median annual wage ($163,240), while sales representatives had the lowest ($68,650). The range in this case was $94,590.
Several studies in the economics literature explore wage dispersion and wage differentials across industries and within the same occupations and establishments. 45 Classical economic theory suggests that, in a competitive labor market, wages should be equal to a worker's marginal value of labor. 46 If wage differentials account for differences in labor productivity, they should be consistent across similar occupations in different sectors of the economy. 47 However, some studies have found notable residual wage differentials across different sectors of the economy. 48 Existing wage differentials across different sectors have been primarily attributed to differences in work environment and unobserved worker characteristics. 49 However, even after these factors are taken into account, wage disparities persist across and within different sectors of the economy. 50 According to Oliver Denk, the wage gap between workers at the top and bottom of the earnings distribution in the European financial sector is notably higher than that in other sectors of the European economy. 51 This difference is primarily due to the disproportionate concentration of financial sector workers at the upper end of the earnings distribution. 52 A similar situation exists for U.S. financial sector workers. 53 The disproportionate concentration of such workers at the top of the earnings distribution, along with their substantial wage premium, has contributed to higher levels of income inequality in developed economies with an advanced financial sector or high levels of "financialization." 54 Consistent with general trends in the U.S. labor market, the wage differentials between workers in New York
City's finance and insurance sector can be partially explained by increases in the return to schooling since the 1980s. 55 For example, in 1979, college graduates earned 47 percent more than did high school graduates; by 2001, this figure had increased to 90 percent. 56 Structural changes in the U.S. economy since the 1980s have contributed to historic increases in the return to schooling and to the widening of wage differentials between experienced workers and new labor market entrants. 57 The wage differentials in New York City's finance and insurance sector shown in table 8 can also be explained by the increased internationalization (or globalization) of the U.S. economy since the 1980s. In 1970, the ratio of total trade (i.e., exports and imports) to GDP, which is normally used as an indicator of trade openness, was 8 percent in the United States; by 1996, this figure had risen to 19 percent and, two decades later, in 2016, reached approximately 25 percent. 58 Increases in the ratio, combined with cross-border financial integration and other forces of globalization, explain the relative increase in the demand for skilled workers in the U.S. economy and its financial sector since the 1980s. 59 Wage differentials between top earners in the finance sector and those at the bottom of the wage distribution also arise from substantial differences in labor productivity and from the widespread use of bonus payments as an important component of workers' compensation, particularly in the case of workers directly engaged in salesoriented (front-office) activities. 60 In addition, wage differentials in the financial sector may result from the unequal distribution of economic rents by financial sector firms to workers in selected occupations-or what is known as "wage premium," whereby workers in selected occupations receive wages above their productivity.
This wage premium has a disproportionate impact on the wages of workers at the top of the earnings distribution relative to workers at the bottom, contributing to greater levels of labor income inequality. 61 This effect is particularly pronounced in countries where the financial sector accounts for a large share of employment and GDP. 62 Given the characteristics of financial sector workers and the importance of the financial sector in many of the European countries included in Denk's study, 63 it seems reasonable to assume that his findings can also explain the wage dispersion in the selected occupations in New York City's finance and insurance sector shown in table 8. Finally, regarding the relationship between the growth of finance and wage and income inequality, Denk's findings are consistent with those of a 2012 study by Thomas Phillipon and Ariell Reshef and a 2017 study by Phillipon, which demonstrate that in the case of developed national, regional, or local economies with advanced financial sectors that account for a significant share of output, the growth of the financial sector is likely to contribute to higher levels of wage and income inequality. 64 This phenomenon is mainly attributed to two related factors: (1) the concentration of financial sector workers at the top of the earnings distribution and (2) the provision of specialized financial services to high-income households. 65
Conclusions
Despite experiencing notable decreases in employment, particularly after 9/11 and the 2008 financial crisis, New York City's finance and insurance sector continues to play an important role in the city's economy. At present, the sector employs close to 8 percent of New York City's nonfarm workers, its total wages account for more than 60 percent of the city's private sector wages, and its relatively high employment multiplier indirectly supports an estimated 700,000 nonfinancial sector workers. 66 The finance and insurance sector also is a major contributor to New York City's tax base. In 2015, the sector's tax contributions accounted for approximately 25 percent of the personal income taxes and close to 50 percent of the business taxes collected by the city. 67 Although the finance and insurance sector remains an important source of employment in New York City, it has seen its share of total nonfarm employment decline since 2000 and has suffered major job losses as a result of in the sector has failed to reach the levels reported in 2000 (369,700). This is due to several factors, the most important of which are the impact of labor-reducing technological innovation, increased business consolidation, and the cost and tax advantages offered by competing localities. 69 Despite its shrinking employment and the impacts of 9/11 and the 2008 financial crisis, New York City's finance and insurance sector has seen substantial wage increases since 2000. Between 2000 and 2016, total annual wages in the sector increased 46.9 percent, from $62.8 billion to $92 billion, and average annual wages (per worker) rose 61.1 percent, from $174,355 to $280,814. These trends reflect the effects of increased labor productivity, capital investment, and technological innovation. 70 Although a detailed empirical analysis of wage dispersion is beyond the scope of this article, we found considerable variations in the distribution of median annual wages in selected occupations in New York City's finance and insurance sector. This wage dispersion can be explained by factors such as increases in the return to schooling, differences in labor productivity and work environment, the effects of unobserved worker characteristics, the "financialization" of the economy, the impact of globalization, the widespread use of bonuses to compensate top earners in the financial sector, and the distribution of economic rents by financial firms (in the form of a "wage premium") to employees at the upper level of the earnings distribution. 71 The financial sector's growing share of the New York City's gross city product, combined with the aforementioned factors, has contributed to the concentration of income among financial sector workers at the top of the earnings distribution. This disproportionate concentration-and the financial sector's provision of specialized financial services to high-income households and high-net-worth individuals-has, in turn, contributed to one of the most resilient characteristics of New York City's economy: higher levels of labor income inequality among financial sector workers. 
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